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At the 5{th Anniversary of Cozperative ducation at the University of
Cincinnati y.u have been discussing education and industry at wori for progress
l in the United States,
Y:u have been hearing >f the extraordinary industrial and educational

achicvements of this cruntry over the past 50 years, This is not only a

|
*|

Priper source of pride and renewed assurance of a fuller life for all sur
Pecple, it is als: a major insurance for the preservation of peace. Through

education and indusiry we can help to build up a2 bulwark of defense to deter

9¢6T Tyxdy 02

any would-te agzressor,

No one slement of our develppment here in the United 3tates is a
greater deterrent to any power that would disturb the peace than the
industrial pcteantial of this country. Both the Kaiser, in i3i7, and Hitler,
in 194}, were strangely blind to our industrial power; -- the one when tﬁis

( country was vigorously developing its latent resources, and the latter when
sur industrial strength had already reached a high point., Hitler was living

In seeming ignorance of this country's industrial might when he risked war
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with the United 3tates and brought his country to destruction,

‘The 3ovizt leaders, I believe, are betier advised on this s;ubject
|
ihan were the German leaders of those days. Many Soviet officials saw at

first hand what this country could do under the stress of wartime mobilizatizn

and others at the end of the pipeline in the U.S.3,132, itself carne to vealize

0

. . : v 1 |
what our industrial power mesni and what it could achieve even on short
|

noiice., sAmong the top Boviet leaders, Mikeyan, has actually seen American

industry at worxk, :
’ i

The fact of this knowledge is important teday because no %oreign
pawer is likely to risk sntanglement with this country until they Iveel they
themselves have forged an industrial machine which is compavraile to ours
ar unless they feel confident that through atomic attack they could cripple or
destroy sur industrial Haso,

4

The first of these goals, namely industrial parity with the U.3.4,,

.
will not e within reach >f the 3oviet Union in the near future dzspite Soviet
pProgress.

The gecend possibility, namely vulnerability to atomic attack, is 2
more uncertain factor., Hawever as long as we maintain a stromng defense,

with a ready pstential f,r counter attack, war becomes a risky yenture for

anyone why would resort to it,
¥ sur Frogram Comimittee sugzgested that it might be a useful supple-
ment to yeur roview of America's dramatic prosress in education and

industry to have a look at what cuz chief and growing campetit:;zfr, the 3oviet
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Unisn, is doing in these fields. Tha subject may be a timely one,

recent 20th Songress of the Communist Party, as well as in the re

announcement of the Sixth Five Year Flan, the Soviet Union has preg

50059-0

At the

sented its

program for the future and in effect issued a challenge to us. I shall briefly

discuss the nature of this challenge.

The 3oviet Union has become the second greatest industrial
the world, Today the gress national production of the US3R is clig
than ./3 that of the U.S.; it is atout 3/4 again as large as that of tl
Kinzdom which ranks in third place, we still have a very great le

Soviet rate of progresc is rapid,

Capital zcods and basic materials form in the Soviat Union

power in
htly more
he United

ad, but the

share of its over-all graoss natisnal production than in the United States.

Thus while their groos national production was only 1/3 of ours, their pro-

duction of capital equipment iz a much higher percentage, namely
cf ours.
The Soviet production of maching tools now exceeds that of the Uni

However, their production of antomobiles io botween i% and 2+ of

alout 45,

A few examples will graphically illustrate the areas of difference,

ted States.,

oUur Own

(although if one adds in trucks as well as automobiles, their automotive

production is akout 5% of osurs,) Ve produce 50 washing machines
one produced in the U332, and & radio and TV sets for each one th

for a papulation almost ./4 larger than ours,

for every

ey produce

!
But before going ints 2 more detailed comparison of the two countrics

in the industrial and educational fields, it may be worthwhile to ¢g

nsider the
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general basis we adopt for appraising Soviet technical competenca

accomplishments,

Because of rapid advances that the Soviet Union has made i

yedrs, there is a growing school of thought that tends to exaggaerat

accomplishments; to portray the Soviets as the 'giants' of the ind
world, )
tn consider that while good at chess, the ballet or even in sports,
in some way mentally inferior to westerners, The truth lies with

of these extremes.,

There is another school that tends to belittle what they hav

|
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:and

n recent

e Soviet

<

1strial
e done and
they are

neither

In my work as the Director of the Central Intelligence Agency, I have

the problem of gathering together from all intelligence sources av
here and abroad, the facts and figures on the Soviet econoiny and ¢

the most competent experts available, in and out of government, n

ailable both
hen getting

ot only

igares,

¢ conclusion t

In general, this examination has led me to the
only safe position to take is that in the technical, engineering and
fields, the 3oviets can achieve any particular objective we can ach
course they like to let us do the pioheering in many fields and the

resulis,

In some fields, however, they are doing pioneering work

hat the

industrial

ieve, Cf

n copy our

on their

swn,
Thoge who have assumed that we have superior technical g
we could produce atomic weapons, aircraft and the like which are;

competence of the 3oviet, have generally proved to be mistaken,
|

kills, that

beyond the

i -
Certainly
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in recent years I have not procaeded zn any guch assumption,

The Joviets have shown high competence in the field zf nucl-ﬁ%ar
devel>pment both for military and peaceful purposes. They have pi‘aduced
highly efficient aircraft, from heavy bombers to helicopters. They arc highly
competent in the field of electronics, their steel industry is ¢fficient and the
same 15 true generally across the board in the industrial field, /hx,rc we
particularly excel is in our highly competent manpower and in the -e;fficient
use we make of it, particularly through the iacentives our so;:iety piravides
ty ca:l forth individual effort,

There is no deubt thai in many ciunirics, particularly among the
countries in l.sia which have obtained frecedum over the past few d@acades, the
rapid industrial progress of the 3sviet Union has mades a very desp impact.
This fmpact has been increased as the 3oviet Union has come forwa;,r'd with

tempting offers in the ficld of military and industrial equipment.
|

These Asian countries tend to {srget that the 3sviet Uniyn has ouilt

upon years of pioncering w.rt in the Uniied 3tates and Western Eu#ope
particularly in develeping their industrial revolutisns'thraugh pagic dis-
covaries in the field of internal cimbustion, electricity, and the like. It
was on the basis of this know-how that the Szvizt Union has cuilt,

The Soviats have been adept at taking from us and adapting ta their

swn ugses the most suphisticated cquipment and devoting their 2wn #ngineering

|
i

talent in many cases to trying to develup further from the base which we have

handed them on a silver platier., They did ast start from scratch, They, in
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fact, started more than half way down the course of the indugtrial revolution,
This fact is not generally taken into account by certain other count:ries which
have been less fortunéte in their industrial development and erroneously
attribute to the Soviet system accomplishments which, in fact, arc the work
of free enterprise and a free educational system,

The USSR in its industrial programs has accorded second place to
its people's nceds or wants, If the Soviet leaders wish to concentrate on
military development at the expense of all else, they do so. If they wish to
invest.most of their money in heavy industry -- as they have done -- at the
expense of light industry and agriculture, they do so, If the labor force, from
their point of view, can be used to boetter advantage in one {ield thaim another,
they can and do, shift it accordingly,

“While, ag I have indicated, the Soviet industrial base is still cnly a
fractizn of our owa, it ig nevertheless large enough to permit the Sovict
leaders to expand impressively their military capability, tz play a.n increasingly
active economic role in undevelopad areas and to speak confidently at the

20th Party Congress of closin th

(U
o
o
T
o
]
(33
g
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i
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their curput and ours.

Ag we assess our own pesgitisn of leadership and lock to the future,
it may be well to note the challenge which this represents, to understand how
this rate of growth has been achicved and alss, to look at the prospects for
the future,

The value of Sovict tutal economic output has increascd almost three-

fold from 1928 to date and this despite a devastating war which set them back
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severely during the period i741-45. The rate of their industrial growth
duriag this period has baen absut twice as high as the rate of their over-all
growth since Important factors of their econymy have lagged, particularly
agriculture and consumersr goods.

How has this rate of industrial growth becn achieved? IFour factors
seem particularly imporiant.

i} A large part of the total national productisn of the US3R hag been
devoted to investment, wWe &stimate that 24% of the gross national production
went dircetly inte capital investment in 1955 to increase the base for futuve
industrial growth and expanded military capakilitics, Caly 18 of our grogs
national production is currently being uséd for capital investment purposges
and this is tha highest percentage achieved in the pogt-war pericd.

Cf course it is consoling to note that il for us amounts o a far
greater absolute total than 24+ f>7 them, In their case, however, heavy
industry has teen the major beneficiary and is now absorbing about 50/ of
their total invasiment,

Industrial plant and cquipment in the 3.vizt Union has nearly tripled
since 1,40 and their invesimenis have been 2llocated predominately to the
coal, oil and c¢lectric power indusirics, to metalworking and meoetallurgical
industries. This hish allocation to these paviicular industrics, as noted

above, has been at the expenss of the present welfare of the population which

jul

has been accorded minimum roquirements and a residual position in the

execution of Soviet planning, Two examples of this stand out:
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While eapital goods output was rising over tenfold, agricul
producticn has barely kept pace with the growth of populatisn,

Ambitious plan goals for heavy industry are usually made
unimpressive goals for consumer goods and agriculture have farc

2) Millions of workers have been transferred from agricul
urban occupations and the agricultural labor force actually decling

petween 1938 and 1952, This loss, despite extraordinary efforts,

been made good in the past three years. The non-agricultural forv
other hand increased about 50% during this period,

3) A prodigious effort has been expended on scientific and
education, Soviet colleges receive about 500, 000 students and gra
250,000 each year, Total U,3. zntrants and graduates are about
higher, but the Soviets train a far greater proportion in the sciencv

do. In iS55 about 60 percent of graduating full-time Soviet studen

scientific and technical fields compared with about 25% in the U. S

tho Soviet Union graduated from all advancaed schools aboué 80, OOOI
physical sciences and engineering and about 50, 003 in the biolopic
In the U.5. about 37, 800 were graduated in the physical sciences 4
the biclegical sciences,

&t this greater rate of graduation in sciz:

130, 000 annually in the Soviet Union as opposed to 77,000 in the U

i

t
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in the gu
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o

5, -- the

Soviets will atiain an imposiny advaniaze in number of scientists a

continu

e at >ur prescnt rates,

(&)

in a few years time if they and
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The U.S5.5.R, now has about two thirds the number of scisntists

that the U.S5. has in the research and teaching aspects of physical

biolegical sciznces; 150,000 versus 280,000, In research alone,

the U,5.5.R, has about half the U,S, numbar; 120,000 versus per
240, 000,
4

)
the accurnulated scizntific and technical developmeants in the Fre

Soviet leaders have telescoped a century and a half of pains-takin

and

haps

A5 T indicated above, Soviet industry has advanced by reglying on

2 World.

{1

g rescarch

effort into a few years and have rcalized all its benefits at relativiely little

cost to themeselves,

The principal long-term economic task of the Soviets as expr.

in the 3ixth Five Year Plan, is "to overtaka and surpass the most
developzd capitalist countriss as regards per capita production.”

This genzral objective has been thus amplified by Saburov,
of the Politburoc:

“It is tru: that we have not yat caught up to the United

w
i
w
D
jul

a menber

States

either in the volume of producticn par capita, and so far in

the volume of industrial production p2r capita. Howey
pace of our devalopment, which by many times zsxce2d
of the growth of industry in th: Unitsd Statzs, permits
overcomesa this lagging behind within a very short histo

DL

.period of time. "

a1, the
s the pace

us to

ric
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If this goal is to be achieved it means that forced draft
industrialization will be continued not only through the Sixth Five Yoar
Plan, but beyond, It will be accompanied by low standards of living,
continued poor housing, few services, very expensive clothing anté. an
adequate but uninspiring diet. Hours of work will be high by U. 5}
standards even though some further gradual reduction from the regcently

announced 46 hour week may be expectéd. The individual will havie

relatively little freedom to selact either his occupation or place of work,

How lorng will the Soviet men and women tolerate this?
Soviet plans for the next five years, if they are met, v%vill
significantly strengthen the U,S.3.R.'s war supporting potential, | Cvex
;and above the general strengthening of the industrial base, it is erx::pected
that the output of thz electronics industry, which contributes many
essential items required in high-performance military equipment |

(including guided missiles), will be tripled, Also, in the field of sp=acial

heat resistant alloys where th: Soviets have done so much for fundamental
Yy

research, the new five year plan calls for a sixfold increase in pr.oduction.

~The achievement of the goals which the Soviets have set for
themselves ovar the next five years will raquire a special type of |
industrial effort and will, at the same time, provide them with an;
industrial base mor:2 directly comparable to our own,

Can the new goal be achieved? We have already commented

on th: major effort which the Joviats are making in the field of scientific
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and technical education, It is useful now to look at their plans f%r
improved mechanization, Do they have command of the necessan‘,&‘y
technology?

The Soviets have placed very groeat emphasis on the prodﬁq:tion of
machine tools, V= have alrecady ohserved that their output in 19;55

i

excaeedad ours. Net onlv can they produce thzse tools in volum.e:l but
they have thie capability to pr oduce complex high-precision toolsé.

The Sixth Five Year Plan outlines in some detail Soviet pl:ims for
the fut=re, These call for the introduction of automatic processes in the

metallurgical, extractive, machine building, electro-technical, chemical

and construction industries as well as a number of consumer goods industries.

In the machine building industries it is proposed to put into oper!ation
some 220 automatic and semiautomatic lines and shops. Obvioufsly, this
is just a start,
In order to assure the rapid introduction of improved production
processzs, a new ministry has been created - The Ministry for Instrumsants
and Mceans of Automation. In addition, new deputy ministers haivo, been
assignzd to the various cconomic ministries to provide leadersﬁip for the
devalopment of these programs.
V/hat this sezmps to mean is that the Soviets have now pass ed the

point where expansion of cutput is to be achieved by simply adding more

plant and equipmant to the existing stock of capital. Cucstions of plant
modernization and cquipment replacement, of batter work methbods and

Lo
processes will command increasing attention as the more econdmical means
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for achieving output goals.
It is possibla to cite numerous examples - tractors, construction
eq\;ipment, road building equipment and motor vehicles - in which the
Soviets have appropriated western technology for themselves, adapted it
to their raquirements where necessary and, in fact, used the model as
the base for further techrological development. This practice will
shorten the time period within which we will have a commanding technological
lead., Mcreover, this practice releascs scarce scientific and technical
manpowear to work in those arsas which have the greatest strategic
significance to the Soviets,
That the rapid pace of Soviet industrialization has commanded &
high price in terms of consumear living standards and particularly in tzrms
of agriculiural production is clear. Roth manpower and investmdnt have
been diverted from the farms to the urban centers, he result ig that the
growth cf agricultural output over the past two decades has been lowe:r

than the growth of population. It is uscful to look at this problem)| for two

cas of

2]

reasong, First, the agricultural sector is one of the important a
weakness in the Soviet economy. Sccond, paradoxical though it n;imay appzar
at first glance, a resolution of this problem may well be found by
ceatinued concantration of effort on industrial growth.
Lict me recite just two central facts concerning Soviet agriculture,
Cnly about 10 psrcent of the U.5,.3,R, is classified as arable and soils,

rainfall, tzmperature and other climatic factors combine to provide good yields
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without large investment in only about one tenth of the arable ar
the "New Lands Program'' which has resulted in an 18 percent inc

in sown area over the last two years, cultivation has been pushed

[

distinctly marginal regions. Bayond this, output per farm labor

has been very low relative to that achisved in the United States,

rough terms, it has required about one farm worker to supply fon

A,

Under

rease

into

X

In

r persons

in the U,5,5,R. compared with one farm worker for every Sixteen parsons

in the United Utates, Although Soviet plans for improving agricul
output are ambitious, it is doubtful that they can quickly overcom
handicaps and meet the goals they have set,
]

There is an approach to the agricultural problem, however

the Soviets may exploit regardlzss of how well they succeed inm

e th

itural

<

ge

which

eeting

their agricultural poals, A4s Scviet industrial capabilities rise and as costs

of production declinz, thz opportunitics for trading Soviet industr

commodities in world maxvkets for agricultural supplies will undo

ial

ubtedly

appzar increasingly attractive, Moreover, their cconomic capabilities

appear to fit nicely with their political objzctive of increasing t]"c

volume

of trade with underdeveloped countries. Thus it may well turn ouft that

the industrial growth whizh the Scviets have pushed so aggressively will

provide a solution not only to the problem of feeding thair growin;%

population,

but also the means for furthering their political ambitions in the under-

developed arcas of the world,

!
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The Soviet industrial and educational systems which I have bgen
describing depends upon the dictatorial controls inherent in the Sevict system,

I hav. suggested that the :mphasis they have been placing on heavy industry

has been at the sxpense of the standard of living and consumer goods for
the people, Their educational system has likewise besn subject to the
dictates of the State, '

How long will the Scvict people tolerate this situation, what cours

"
©
W
0

of action, what alternatives do they have? Zducation, after all, is|a

T I

dangerous drug for dictators. The S vist cducational processcs, Jven

though tied in with much Marxist indoctrination, and characterized;by
great emphasis on the physical as opposcd to the political sciences“;, hasz
taught the people to think and to question,

Industrial dzvelopment on the large scale I have indicated hae*;
developed many plant managers and high-grade technicians, This hs all
creating a "middle class' managerial group who fecl a vested intenest in
their jobs and want to keep the advantages they enjoy. The pressuli'as that

|
these trends have created cannot be ignored by the men in the Krar:blin.

Vihile they have arbitrary powers, they dare not exorcisc it with tdtal disregard

for thc feelings and sentiments, the convictions and yearnings of the people

on whos 2 cfforts the Sovict system depends.

/e have already seon that Malenkov when he took over the Kremlin
| lcadership in 1653 started a trend toward producing mors consumer goods.
Then, presumably as the effect of this began to be felt too drastica,flly in

e AdloVeRrroy HSIEd 2061705163 CIARBPT0-85058 656306350059 0
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substantially modificd, and in the process Malenkov was demoted.ii Malenkov

j

is still in the Foliburo, and he may be coming back again to a position of
!

, . | .
grzater influence, Does this foreshadow another round of offers of greater
: i
matarial benefits? This time will the Soviet people again have to i!live on

promisces of a better life or will this drzam have some reality?

|
|

The Soviet leaders have been taking certain steps both mferx]aatlonally

-

.v/“"'M
“"and dome stically which they hopz will have a calming effect on the}lr own

1
|

public opinion. These sieps are bound up with the dramatic progzlfiam of

de~Stalinization which is an attempt to repudiate their erstwhile hiiero,'

dictato‘r, political and military leader and expounder of the Marx;{st-—Leninist
faith. One of their purposes here is to try to shed the responsibiglity they
sharz for the hard, openly aggressive international line rapresen;!ted by
Stalin's policy in the late 40's and the early 50's: their attempt tlp take

f
over Greece by guerrilla warfarae, to seize Berlin by blockade, to frighten

Tito into abject submission and to conquer Korea by force of arms. These

i

policies stand today seemingly discredited and repudiated by the fleaders
in Moscow who hope thareby to impress not only the outside wori[d but

their own people that they want peace at least for a time,

i
i
I

They have just recently made a new so-called peaceful ges;;ture,
{

the declaration of the end of the Cominform. This is nothing mcfre than

a cheap propaganda move, presumably intended to manufacture a favorable

i
i

climate for the foreign visits of the peripatetic Soviet leaders. EA.s a matter

of fact, the Cominform has for years been an almost inactive ap;pendix of

Approved For Release 2001/03/02 : CIA- RDP70-00058R00020q050059 -0
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the Soviet cold war apparatus,
now follows into oblivion its parent, the Comintern, deceased 1943
There is not the slightest suggestion of abandoning what the

Communists call ""the general objectives of the Marxist-Leninist p

It has merely outlived its usefulnas

P
|
|

50059-0
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arties 't

A —— T T 2T

The Comintern and the Cominform one of thase days may well be £

ollowed

by a third incarnation, a new international of some sort, with the same old

aims redefined so as te lure unwary Socialists into cooperation with the

Communists,

In zddition tq these gestures intended to foster a better atme
for conducting international relacvions, the Sceviet leaders, both thr
/d:.-S‘talinization program and otherwise, are trying to create the 1
that the Soviet people will have a "new frecdom!' from the werst a
ha gecret police oppression, the concentration camp system of th

(g

Stalin-Learia regime,

Cwer the coming months and years w2 will sec how far thos

steps will go to satisfy the yearning of the Russian pcopla for som:

better than the empty promises they have been reciiving,
¥y I y
The ordinary material comforts of life are becoming more

sought after in the U.53.5,R. Education is hzceming mere universg

The

continuing managerial and technological revolution produces

reater numbars of men and women who have a stake in the order
8

N

sphere

cuph tha

mpr2ssion

e

and more

al.

ever

ly

development of Sovist society., Gradually increasing contacts with the

Visstorn world are giving many Scviet cfficial glimpses of the extraordinary
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latitude given elsewhere to individual effort, imagination and taste

such glimpses are dazzling - perhaps a little frightening but also ¢

to men and women brought up in the brutal and arid waste of totalit

conformity, The mere burial cf outward forms of Stalinism will n
the Russian people of today,

It 1s not easy to predict the direction, in broad human terms
Soviat society will talke,
sce clearly the final turnings of some of the paths down which they

set. My guess is that modern industry, technology and educaticn,

unquzstionably are making the Soviet Union into a very powerful na

indeed, may in the long run prove to be a leaven that gradually tra

Soviet society into a new form which will not tolerate the present t

dictatorship,

Tver since Adam and Zve tasted the apple from the forbidder
of knowlzdg=, men have had to pay the price of reasonable restraiy
toleration of one ancther's differances in return for the fruits of ci

The Russians will not be immune to this tendency. L.zt us hope tha

i

industrial strength, tzchnology and sducatitn will eventually help tl

o
[

to political and social liberty.
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